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Independent Auditors' Repart 

To the Governing Board 
Redevelopment Agency of the County of Sm B e m d h o  

We have audited tb companying f%as~cial stakmerrts of thr: governmental activities, each major fund 
and the aggregate remaining fund information of the RcdweIopmmt Agency of the County of San 
Bemidino (the Agency), a component unit of the County of Sm Bemardine, as of and for the year ended 
June 30,2005, which coliectively comprises the Agmcy's basic frnmcial statements as listed in the table 
of contents. These financial statements are &e responsibility of the Agency's management. Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standard8 gmeralXy accepted in the United States of 
America and the stmdards applicable to financial audits omtaincd d Gmernmnt Auditing Stundardc 
issued by the Comptroller General of the United S-s and the State Contro~ler's "Minimum 
Requirements for California Redevelopmmr Agmcies.*' Those stxmdards require that we pim and 
perfom the audit to obtain reasonable m s m c e  about whether the fkmcia;l statmmts are free of 
m a i d  misstatement, An audit includes exambin& on a test basis, evidence suppoItinp the amounts 
and disclomnes in the fmancial statements. An audit also includes assessing the accm* principles 
used and significant estimates made by m w a p e n t ,  as we11 az; evaluating the ovcrall financial mtement 
presentation. We believe that our audit provides a ~monable basis for our opinion. 

In our opinion, the hnanciaI statements r e f m d  to above p s m t  fairly, in all material mpcts, the 
respective financial position of rhc govmental  activities, each majar fimd and the aggregate remaining 
fund information ofthe Redevelopment Agency of &E County of Sara. Bemudim as of JUM: 30,2005, md 
the respective changes in h n c i a l  position, thereof for the year then ended, in conformity with 
accounring principles generally accepted in the United Stares of America, as wtU as accounting systems 
prescribed by the: State Conirollw's OEce and state regulations governing Redevelopment Agencies. 

The Agency has not presented Management's Discussion and Analysis that the Governmental Accaunting 
S&n& B o d  has determized is necessary to supplement, although not requid to be a pan of the 
financial statements. 

As described in Note 3 to the basic financial statements, the Agency adopted the pmvisims aF 
Gs~wmnental Accounting Standards Board Statement No. 40, Deposit and Investment Risk Disclosures, 
as of June 30,2005. This results in ir change to the Agency's disclosures to its basic financial statements 
regarding the Agency's deposits and investments. 



In accordance with Government Auditing Stc1&&, we have also issued our report dated September 22, 
2005 on our  ons side ration of Redevelopment Agency ofthe County of San Bemdino's internal control 
over financial reporting and our tests of its compliance with certain provisions of laws, regujations, 
contracts, and grant agreements and other matters. The purpose of this report is to describe the scope of 
our testing of internal control over financial reporting and compliance and the results of that testing and 
not to provide an opinion on the internal control aver financial reporting or on compliance. That report is 
an integal pan of an audit perfomxed in accordance with Gnvertlme~ Auditing Sm&& and should he 
read in cosjunction with this report in considering the results of our audit. 

The budgetary comparison informarion. as listed in the table af contents is not a required part of the basic 
financial statements but is supplementary information required by accounting principles generally 
accepted in the United States of America We have applied certain limited procedures, which consisted 
principally of inquiries of management regarding the methods of measurement and presentation of the 
required supplementary infirmation. Wowver, we did not audit the: information and express no opinion 
on it. 

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a 
whole. The other supplementary information listed in the table of canrents is presented for purposes of 
additional analysis and is nor a required part of the basic 6nanciaf statements of the Agency. Such 
infomafio~~ has heen subjected to &E auditing procedures applied in the audit. of the basic financial 
statements and, in our opinion, is fairly stated, in dl materia1 respects. in relation to the basic financial 
statemenrs taken as a whofe. 

September 22,2005 



REDEVELOPMEnT AGENCY OF THE 
COUNTY OP SAlS BEkCNARDmd) 

Statement of Net Assets 

June 30,2005 

Assets 
Cash in Cotlnty Treasury 
Due fiom other govemmenrs 

County of San Bemarcfino 
Interest 
Property taxes 
Other 

City of Victarvilfe - property taxes 
City of Montclair - propmy taxes 

Restricted 
Investments - held with fsoa1 agar 

Bond issuance casts, net of amortization of $1 1 1.895 
Accumulated redevelopment costs 

Land held for redevelopment 

Total assets 

Liabilities 
Accomts payable 
Accrued payroll and benefits 
Due to County of San Bemardino 

Transportation/FIood Con& District 
Accrued interest on notes payable 

Due to Taxpayer - refundable taxes 
Liabilities payable Erom restricted assets 

Acmed interest on bonds payable 
Non-current liabilities 

Due within one year 
Due within more titan one year 

Total liabilities 

Net Assets 
Restricted 

Debt Sewice 
Low moderate housing 

Unrestriaed (deficit) 

Totaf net assets 

The ac:cornptzying nates are m intcpaJ p m  af'rhesc financial s'tatemenfs. 



REDEWEOPMENT AGENCY OF THE 
COUNTY OF SAN BERNARDlNQ 

Statement of Activities 

For the Year Ended June 30,2005 

Changes 
Exaenses In Net Assets 

FunntianslPt.ograms 
Salaries, wages and bmefits 
Materials. supplies and other services 
San Sevaine project expenses 
Other redevelopment projects expenses 
AB 1290 pass-through to other agencies 
Interest, ftscal charges md amortization of bond issuance costs 

Total govemenral activities 

General revenam 
Property taxes 
Investment income 

Total general revenues 

Change: in net assets 

Net assets (deficit), beginning of year 
Net assets (deficit), md of year 



REDEVELOPMENT AGENCY Of; THE 
COLITY OF SAN BEKNAliDINO 

Bstaaer Shret 
Governmental Funds 

Major Funds 
S d n l  Revenue Faaital Prnircta Debt Scsvice 

Ssa Sevainc Low - Mod RI)A Capibl 2(100 Strieh A 
Project Housing Projects Bond 

Ah.sets 
Cash and lnvesuncnrs 

County of Sm Memardino 
Held with fiscal agent 

Due fiam Othu Gwennms 
County o f h  Bemardmo 

lntcrest 
Propmy mcs 
other 

City of Victowllle - propay tares 
C~ty of Monrclair - property Ems 

Due frum other funds 
Total asw 

Llolbilities end Fund Balances 
1.iabiiitits 
Accounts payable 
Accrued payroll and bendits 
h e  tit &a fads 
Due to t a u n ~  of San Bernardxno 

T~portatian/Flond Control Distn:~? 
Due ta taxpayer - refundable axes 

Fund Balances 
Resenred: 

Debt serr.lw 
Law and maderate housing 4,607.138 

I3nrcseni.ed. reported tn' 
Special rcvmue funds 6,675,880 
C;apnl projecrs funds - designad 3,836,560 

Taral fund balances 6.678.880 4.M7.138 3.836-560 t.435,454 

Total I~abii~ties and fUnd balances Sr 7.899.033 I 5,003,680 $ 4,289.841 $ 3.40#,9M 

Amounts reported for gavemmentai activities m tnc statement of net asscts are diEer#~ because: 

A c w u f a t ~ d  redevelopedf casts are capitait7~d casts &at will he tmtsfei~ed se the Came or dcveiopw upon p q e a  campletion. These 
costs are not spendable m t  kmcta l  resources and. therefore are nat reported in the fun& 

Long-tern liabii~ties. tncludkg bands payable and wmpnsa& absences, an not due rmd pyabie in the current penud md therefore an: nat 
reporrcd in the funds. 

Bond issuance casts arc: recorded %++hen the debt is fm issued and a c d  interest is not payable until due, therefon They arr: not lncluded m 
the funds. 

Net assets of governmental aniviries 



Ttitsl 
Caventmentait 

Utbw Fonds Funds 

Thc ncritrtq,ut(trrlg rrrdvs ::,re urr tntrfir~~l prrrf cifrhrqr fitrcmct:la/ .vl~.lr~nrrrt.r 

-6- 



REDEVEI,QPMENT AGENCY OF THE 
cotlwr\r OF SAX BERNARMNO 

Bcycnurs 
Propmy taxes 
investment income 

Total revenues 

Expenditures 
C u m t  

O m r d  govmmm 
Project e x p o n d n ~  
hB 130 pass-through 

ikbt Saylce 

hlnclpal 

Inmest and fiscal charges 

Capttd outlay - project e x p c n d ~ t ~ s  

Total expenditlrrw 

Statement of Revenues, Expenditure, 
and Change ir Fund Balances 

Govcrnmentrrl Funds 

For The Year Ended June 30,2005 

M~tjor Funds 
Snerial Revenue Canital Protects Debt Service 

Sas SevPine Low - Mod RDA Capita) MOO Serieb A 
Project Housing Projeetb Bond 

Excess (defic~enq) afrevenues over tundcr) cqend~rures (f.948,107) U6.738) J) 1.592.513 

Other financing sources (urctrr) 
Pro& fram iang-tenn debt 
OpLxamg transfers in 3,759,823 94 1.467 600.000 1362,183 
C&mttng transfers out (1,762,5261 f400.207) (4.284.8711 

Taai other fimdag s m w s  (uses) 1,997,297 541.260 600.000 [2,911,688) 

Wet change in h d  b&snces 49,190 464,522 j146.618) fl330,175) 

Fund bahncrs 
Batances, beginning of par 
Balances, end of ym 

+ becaur Amounts qnrted for gowmmxaf Hctivities in the mtcmeat of acrivities are djfieren, 

Net chmge ki fund balancc - to& gwnnmcnd funds 

Govcmmcnlal funds report cap~tal outlay ss cxpx~di~res  Iio~~wcr, m the statemen! of ectivit~cs the cast of these assets is  eft%rer allocated over theu 
esmnated usefut lives and reported as deprcciatron expense or auxmalated as ~r-dr:velopment project costs and w f e r r c d  to the County or deveiopers 
upon completron. 

Some expenses reported m me statmrnt of aeuvittrs do not mqurre the use of current fmanc~al resources and therefore, are not reparted as 
exprmdrture~i in the funds 

The issuance of tong-lcrm debt fe.g.. bonds) provzder; currmr finanad resowas to governmental funds, *%ile the rcpa~merrt of rhe p c @  of long- - debt consumes the cumsit financial resotlrces of governmental fmds. Hetther transactton. howvver. has an): effect on net assets Also, 
gnvcmmmtal funds report the effect of rvsuance costs, pmlums. dlscount~, and sirnilnu ~ t e m s  ~vheu dcbt IS first issued, vvhercas these tmourtts xc 
dcfcrred and amortized in the stmrneni of actinties. This amount is the net effect of these drfferences in the tTestment of long-tern dcbt hnd r&ted 

Change in net slssets nf govmrnemal aatvtrtes 



Total 
Ga~lnmerrtPI 

Other Funds Funds 



REDEVELOPMENT AGENCY OF T)I@ 
COUNTY OF SAN BEWARDIUVO 

Notes to Financial Staterneats 

1. . Silmmrrry of Operaticins and Signifie;aat A ~ c ~ ~ n f i n g  Policies 

Reporting Entity 

The Redevelopmer~t Agency of the County of San Bemardino (the Agency) was established in 1980 
under the Califomis Stare Redevelopment Law. En June 1995, the Agency adopzed Resolution tf95-3 
receiving the San Sevaine Redevelopment Project preliminary plan. The plan is for the area sumunding 
the former Kaiser Steel Mill in the unincorporated areas west of the City of Fontana. The Agency 
proposes to eliminate and prevent the spread of blight and blighting influences and to strenghen the. 
economic base of %he project area and the community. The start-up costs were covered by adv~nees from 
The California Speedway, Inc. and the County of San Bemardino Flood Control District and were 
reimbursed from project funds. in December 1995. Ordinance #363 1 was passed adopting the San 
Sevaine Redevelopment Project. During 1997. the speedway portion of the San Sevaine Redevelopment 
Project was completed. Two businesses in tfie San Sevaine Redevelopment area generate appmSrnaZt?Ij~ 
57% of all tax increment revenue received. 

In May 2000, the Agency adopted it resoiution accepting assignment of Victor Valley Economic 
Devdopment Authority (VVEDA) tax increment revenue. VVEDA is a regional agency responsible for 
the reuse of George Air Force Base and is comprised of the cities of Victowille, Hesperia, Adelanto, 
Town of Apple Valley and San Bemardino County. 

1n June 2003, the Agency adopted rules and guidelines for the redevelopment plan for the Mission 
Boulevard Joint Redevelopment Project with ihe City of Montctair. Mission Boulevard is in its early 
stages of development and minimal Agency funds have been committed for this project as of June 30, 
2005, Project adoption is schedule for November 2005. 

In November 2004. the County adopted Ordinance No. 3942 estabfishing the Cedar Glen Disaster 
Remvery Redevelopment Area. The project is in its early stages with no major activities as of June 30, 
2005. 

In September i004, the Agency accepted a loan from the San Bemardino County General Fund to fund 
operating costs for the creation of the proposed Bloomington and Qjon Redevelopment Project Areas. 

The accounting policies of the Agency conform to accounting principles generally accepted in the United 
States of America as appiicahle to governments and to general practice within CaIifornia Redevelopment 
Agencies. The Agency accounts for its financial transactions in accordance wiih policies and procedures 
of the State Controller's OflEice, Division of Accounting and Reporting for Cdifomia Redevelopment 
Agencies. 

Accounting principles generally accepted in the United Srms of America require that these financial 
statements present the accounts of the A~-e~'lc)r and any of its componen units. Component units are, 
legally sepamte entities far which the Agency is considered to be financially accountable or otherwise has 
a relationship, which is such that the exclwion of the entity would cause the financial statements to be 
misleading. Blended camponen1 units are considered, in subslance, part of the Agency's operations, so 
the accounts of these entities are to be combined with the dam of the Agency. Component units, which do 
not meet these requirements, are reported in the financial statements as discrete units to emphasize their 
separate legal sratus. 



REDEVELOPMENT AGENCY QF THE 
COUNTY OF SAN BEWAWINO 

Notes to Financial Statements 

I.  Summary of Operations and Significant Acctaunting Policies (Continued) 

The Agency has determined that it is not fmancially accountable for, nor has any other relationship with, 
my other organization, which wouid require its inclusion in these financial statemens. However, the 
Agency is a component wit of the County of San Bemardino. 

The preparation of these financial statements requires management to make estimates and assumptions. 
Those estimates and assumptions affect the reported amounts of assets, liabilities, revenues, and expenses. 
as well as the disclosure of contingent assets and liabilities. Actual resuits could differ from chose 
estimates. Management also determines the accouming principles to be used in the prepmtion of the 
financial statements. A description of the significant accounting policies employed in the preparation of 
these financial statements follows: 

Government-wide rand Fund Financia1 Statements 

The penunent-wide financial statements (i-e., the statement of net assets and the statement of changes 
in net assets) report information on all of the nonfiduciary activities ofthe Agency. For the most part, the 
effect of interfimd activity has been removed from these statements. Governmental acrivitfes, which 
normally are supported by taxes and intergovementrtf revenues, are reported separately, compared to 
hu~iness-~pe actia~ities, which mly to a significant extent on fees and chmges for support, The Agency 
ctlrrently has no business-type activities. 

The statement of activities demonsrrates the degree to which the direct expenses of a given function or 
segment are offset by program revenues. Direct exyemes are those that are clearly identifiable with a 
specific function or segment. Program r.t.vcnues include 1 )  charges to customers or applicants who 
purchase, use or directly benefit from goods. services, or privileges provided by a given function or 
segment and 2) ,@ants and contributions tha  are resnicted to meeting fhe operational or capital 
requirements of a particular function or sebwent, Taxes and other items not properly included among 
pr5gmm revenues are reported instead as gnerrrf revenues, Major individual govemental funds arc 
reported as separate wlumns in the fund financial statements. 

Measurement Facus, Basis of Accaunting, and Finaneiiat Statement Presenh~on 

The government-wide financial statements arc reported using the econumic rettsources measuremc~f ficus 
and the uocrtt~~i busis qfaccclun~ing. Revenues are recorded when earned and expense are recorded when 
a liability is incurred, regardless of the timing of refated cash flows. Ropeny taxes are recognized as 
revenues in the year for which they are levied. Grants and similar items are recognized as revenue as 
soon as all eligibility requiremen% imposed by the provider have been met. 

Covetnmenrd fund financial statements are reparted using fie cw~ey~rfinuncid rmuwces mPaswemea 
focus and the modified acc~ual bmk ofltcramiring, Under the modified accrual basis of accouming, 
revenues are recognized when susceptible to accrual (i.e., when they are "measurable and availabieWf. 
"Meassable"' means the amount of the transaction can be determined and "available" means coltectibfe 
within the cumnt period. The Agency considers dl revenues available if they are collected within 60 
days afier year-end. Properry taxes and invesment income are susceptible to aced. Expenditures are 
recorded wher~ a i iabil i~ is incurred, as under accrual accounting. 



REBEVELOPMEhT AGENCY OF THE 
COUNTY OF SAN BEILYA3U)XNO 

Notes to Financial Statements 

I. Summary of Operations and Significant Accounting Policies (Continued) 

However, debt service expenditures, as well as expenditures related to compensated absences and cfaims 
and judgments, are recorded only payment is due. 

The Agency reports the following major governmental funds: 

Special Revenue Fmdr - The special revenue funds are used to account for the proceeds of specific 
revenue sources that are legally restricted to expenditures for specified purposes, The Agency has two 
major special revenue funds, the San Swaine Projecr and the Low and Moderate Income Housing funds. 

Capital Projecrs Fwd - The capital projects funds are used to account for financial resources desigaied 
for the acquisition or construction of major capital facilities. The Agency has one major capiral projects 
fund, the RDA Capital Project Fund. 

Debt Svv i e~  Fund - The deb1 senlice fund is used to account for the accumulation of resources and for 
the payment of principal and interest on bonds oustanding. 

Additionally, the Agency reports the following Other Funds; 

Special Revetrue Fund - The Agency has four non-major special revenue funds for VVEDA George Air 
Force Base reuse tax increment revenue and its related Low and Maderare Income Housing fund, the 
Mission Bautevasd Joint Redevefapment Project in Montctair, Cedar Glen Disaster Recovery 
Redevdopent Area Bloornington Redevelop~nent Project Area and the Cajon Redevelopment Praject 
Area 

Capital Projects - The Agency has one non-major capital projects fund for the RDA Housing Projwz. 

Men bath restricted and unrestritxed resources are available for use, it is the agency's policy to use 
'restricted resources first, then unrestricted resources as they are needed. 

Budgets and Budgetary Accounting 

Bg state law, the Agency's Governing Board must approve a tentative budget no later than July 1 and 
adopt a final budget no later than September 30, A public hearing must be conducted to rewive 
comments prior to adaption. The Agency's Governing Board satisfied these requirements. Annual 
budgets are adopted on a basis consistent with accounting principles genetally accepted in the United 
States of America for all governmental fund types. 

Encumbrance accounting is employed in govemrnentnl Funds. Encumb~ances .(e.g. purchase orders or 
contracts) outstanding at year-end do nor cons&me expenditures or liabilities because the commjtments 
will lapse and be re-appropriated and honored during the subsequent year. 



REDEVELOPMENT AGENCY OF THE 
COUNTY OF SAN BEWNANDZNO 

Notes ta Einaacirtlf Ststemeats 

1. Summary crf Operations and Signlificsst Accounting Policies (Continued) 

Cash and Invcshnents 

The Agency's cash and c& equivalents are considered to be cash on hand, demand depositsts, and short- 
term investments with original maturities of three months or less %om the date of acquisition. The 
Agency maintains substasltiiatiy all of its cash in the Sm Bernsudino County Treasury. The County's 
investment pooi operates in accordance with appropriate state laws and regulations. The reported vafue of 
the pooi is the same as the fair vdue of the pool shares, is readily comertibIe to cash, available for 
immediate withdrawal, and is thetefore, considered a cash equivalent for financial stalement reporring 
purposes. In addition, the state authorizes the Agency to invest in obligations of the U.S. Treasury, 
commercial paper, corporare bonds, repurchase agreements and the state neit(;uner"s investment pool. 
lnvesfments of the Agency are reported at fair vatue based on quoted market prices. 

Capital Assets and Aecumniated RedeveIopment frc?ject Costs 

Canital Assets 
Capital assets, which include land, are reported in the government-wide financial statements. The 
Orgmiaatian defines capital assets as assets with an initial, individual cost of more than $5.000 and an 
estimared useful life of more ban one (1) ycar. Such assets are recarded at historical cast or estimated 
historical cost if purchased or constructed. Donated capital assets are recarded at estimated fair market 
value at the date of donation. The Agency has no capital assets, as defined, as of June 30,2005. 

The costs of rronnal maintenance and repairs h t  do not add to the value of the ass& or materially extend 
assets lives are not capitalized. 

Accumulated Redevelopment Proiect Costs 
Accmulated redevelopment project casts consist of costs associated with land acquisition andlor 
construction in progress for redevelopment projects that will be transferred to the County or a developer 
(i.e, title and ou~nership of the assets will be transferred). Since these assets will not be used in the 
Agency's soperaPions, the accumutated redeve-lopen~ project costs are not considered capital assets of the 
Agency. 

Interfund Transfers and Balances 

Intehfund transfers occur because the Agency receives all property taji revenues through the debt service 
fund and transfers these knds to ather funds as expenditures are incurred or due to contractual 
requirements. Also, administrative costs incurred by the San Sevaine Pro-iect nre atlocared to the other 
funds through transfers. Activity berween funds that are represerttative of Iendin@orrowing 
m g e m e n r s  outstanding at year-end are referred to as '"due tolfrom other funds'" (i.e., the current portion 
of interfund loans), 



REDEVELOPMENT AGENCY OF THE 
COUNTY OF SAN BERNARDJNO 

Bates to Financial Statements 

I. Summary of Operations and Significnrnt Accounting Policies (Continued) 

Restricted Assets 

Certain proceeds of the Agency are classified as restricted assets on the Mance sheet because they are 
maintained in separate bank accounts and their use is limited by applicable bond covenants. The "debt 
service fund" includes the "Bond Trustee" account used to set aside resources to make up potential future 
deficiencies in the debt service fund. 

Compensated Absences 

11 is the Agency's policy to permit employees to accumulate earned but unused vacation and sick pay 
benefits, No liability is reposted for unpaid accumulated sick leave. Vacation pay that is expected to be 
liquidated with expendable available financial resources is reported as an expenditure and a fund liability 
of the governmental fund that will pay it. Amounts not expected ta be liquidated with expendable 
available financial resources are reported in the government-wide financial statements. 

In the government-wide financial statements, long-ten debt and other long-term obiigations are reponed 
as liabilities in the applicable governmental activities. Bond issuance costs, are deferred and amortized 
over the terms of the related debt. 

In the hnd financial smernents, governmentat lirnd types recognize bond premiums end discounts, as 
well as bond issuance costs during tlte current period, Bond proceeds are reported a? other financing 
sources in capital projects funds. Premiums received on debt issuances are reported as other financing 
sources while discounts on debt issuances are reported as other financing uses. Issuance costs, even if 
withheld from the actual net proceeds received are reported as debt service expenditures. 

Praperty Taxes 

Property taxes are assessed under various le@sIative provisions, contained in the Government Code and 
the Revenue and Taxation Code, by the Gounv Assessor. Taxes on real property are limited to one 
percent of assessed valuaion plus additional 'taxes fix repayment of any existing voted indebtedness. The 
Agency receives a ponion of the property tax income based on a fomuia prescribed in Section 2681 2(b) 
of the Covemment Code and Sections 95-100 of the California Revenue and Taxation Code and as 
amended by the passage of AB 454. 

Secured property taxes are tevied on or before the first business day of September of each year. They 
become a lien on real property on January 1" preceding the fiscal year for which taxes are levied and can 
be paid in two installments. The first installment is November 1' and delinquent December lo', and the 
second insrallment is due Febrmy f ' of the following year and is delinquent April lo@'. The Agency has 
entered into an agreement with the County of San Bernzrdino and the City of Victowille to receive its 
apponioned property m e s  throughout the fiscal year. 



=DEVELOPMENT AGENCY OF THE 
COUNTY OF SAT4 BERNARDINO 

Notes to Financial Statements 

1. Surnma~ of Operations and Significant Accounting Policies (Continued) 

Fund blsnce Reserves and Designations 

Reservations of the ending fund bdawe indicate the partions of a fund balance not available for 
expenditures or amounts legally segregated for a specific future use. Reserved for debt sentice represents 
amounts held by the f scal agent for principle and interest payments on the 2000 Bonds. Designations of 
rhe ending fmd balance indicate tentative plans for financiai resource utilization in a future period. The 
Agency's capital project funds are designaed fund balances for speciGc pupases. 

2. Reconciliation of Government-wide and Fund Financial Statements 

Explanation of certain diBrences between the governmental fund balance sheet and the government-wide 
staremenr of net asses: 

Accumulated redevelopment costs - land held for redevelopment $141.3-54 

Bonds payable 
Notes payable 
Compensated absences 

Bond issuance costs, net of mo-tion off 11 1,895 
Accrued interest on bonds payable 
Accrued interest on notes payable 

Explanation of certajn differences between the governmental fund statement of revenues* expenditures. 
and changes in fund balances and the government-wide statement of activities: 

Accumulated redevelopment costs - land held for redevelopment $ 

Change in accrued interest on bonds 
Change in accrued interest on notes payable 
Chang In compensated absences 

Notes payable proceeds 
Payment on bonds payable 
Amoht ion  of bond issuance costs 



REDEVELOPMENT AGENCY OF THE 
COUiWY OF SAN BERNARDINO 

Nates to Financial Statements 

3. Cash and Investments 

Cash in County Treasurer is considered an investment in an external investment pool. The canying value 
and market value w of June 30,2005 for the Agency was $1 8,278,93 1 and $18.232,054, respectively. 

Deposits and investments at June 30,2005: 

External Investment Pool - Cash in San Bernardino County Treasury $ 18,232,054 
Cash on hand 200 

11 8,232,254 
Investments held with fiscal agent - Bank of New York Western Trust Company: 
Money market funds invested in U.S. Treasuries 1.61 2.262 

Torai Fair Value of cash and investments $ 

Crrtdil Risk - Investments 

The County Treasurer's investments consist of 65.9% federal agencies, 19.1% of commercial paper, 6.4% 
of certificates of deposit, 3.9% of U.S. ?reasuritts, 3.5% of repuchase agreements -4% of municipal debt 
and ,8% of money market funds. As af  June 30, 3005, the Agency's investments in the County 
investment pool were rated AAA, A-I+ and A-l by Fitch IBCA, Moody, and Standards & Poor. The 
Agency3 investments in U.S. treasuries money market funds through Bank of New York Western Trust 
Company were generally, med AAA by Standards B Poor. 

4. Accumulated Redevelopment Costs 

The following is a summary of the changes in Accumulated Redevelopment costs during the year: 

Balance Balance 
7- 1 -04 - Additions Disnositions 6-30-03 

Land held for redevelopment . $- $-: $ . m Z Q  

5. Transactions with the County of San Bernardino 

The Agency has entered into several agreements witb the County of San Bernardino .to provide for 
viflmlly A1 services to the Agency, inciuding personnel and adminisrrllrive services, cash flow? 
management, risk management and project costs. Payment for these services is reflected in bhe combined 
statement of revenues, expenditures and changes in fund balance as salaries and benefits and services and 
supplies. 



REDEVELOPMENT AGENCY OF THE 
counrry OF SAN BERNARDWO 

Notes ta Financial StatemilnEs 

5. Transactions with County of Saa Bernardino (Continued) 

California Redevelopment Law requires that the County advance funds to the Agency so it can finance its 
administrative obligations on an annual basis. On September 30, 1997, the Agency entered into a 
Financing Agreement with the County of San Bemardino. The Ageernen? provides for an annual loan to 
bear interest at 1% above the County's pooled inveament rate, which will be repaid by June 30'" of each 
year with tax increment revenue. For the year ended June 30, 2005, the Agency received and repaid 
%t,860,000 pfus in te~s t  of $58,944. which is included in the San SevaEne project on the statement of 
activities. 

6. Interfrrnd Receivables, Payabbs and Tmnsfers 

The composition of interfund balances as of dune 30,2005, is as Zloffows: 

Receivabie Fund Payable Fund - Amount 

San Sevaine Project 2000 Series A Bond Fund 
Nonmajor special revenue h d s  

Low-Mod Income Housing San Sevaine Project 
2000 Series A Band Fund 

2000 Series A Bond Fund San Sevaine Project 
Low-Mod Income Housing 

Nonmajor special revenue funds San Sevaine Project 

The San Sevaine Project fund has an advance/iaan to the Cedar Glen Disaster Recovery aerleveleprnent 
Area, a nonmajor special revenue fund for $75,000. Accrued interest on this advancef1~a.n amounted to 
$2,865 at June 30.2005. The advance is not expected to be repaid within the next year. 

Interfund transfers: 

Transfer In: 
San Sevaine Low-Mod RDA Capital Total 

Roiect ,Housing Proiecss Amoun~ 
Transfer Out: 
2000 Series A Bond $2,482,5 15 $440,173 $2,922,685 
Sm Sevainc: Project 101.087 $@O,OOO 701,087 
Nomajor Governmental Funds 2 15.869 - - 21 5.869 

Total rransfea in $#&& g m  $&g39:39 

Transfer from San Sevaine and Low and Moderate Housing funds to the 2000 Series A Band fund is a 
one-time transfer to reimburse for refundable property taxes due to a Taxpayer at J w e  30,2005. 



REDEVELOPMENT AGENCY OF THE 
COUNTY OF SAN BEMARDIN0 

Notes to FinanclaI Statements 

7. Non-Current Liabilities 

Bonds Pavable 

The A g w y  issued iax allocation bonds, 2000 series A (the ZOO0 Bonds) in the mount of $1 9,770,000 to 
provide funds for the acquisition and construction of various undertakings in the San Sevaine 
Redevelopment Project pursuant to the Redevelopment Plan, including an 80 unit senior housing facility. 
The 2000 Bonds are special obligations of the Agency and art: payable solely fram and secured by a 
pledge oftax increment revenues. Bond interest is payable semi-annually on each March I and September 
1, commencing on September 1. 2000. The 2000 Bonds have stated interest rates ranging horn 5.3% to 
7.10% over the l i f e  of the Bonds. The 2000 Bonds maturing on ox before September 1, 2009 are nor 
subject to optional redemption prior to maturity. The 2000 Bands maturing after September 10,2010 are 
subject to redemption. at the option of the Agency. 

Bonds maturing on or after September 1, 2018 axe also subject to mandatary sinking fund payments 
pursuant to the Indenture. at a redemption price quaf  to rhe principal amount thereof to be =deemed 
together with accrued interest thereon to the redemption date, without premium on dates specified in the 
Indenture through 2029. 

The requirements to amortize bonds payable subsequent to June 30,2005 we as follows: 

June 30, Wncioal Interest - Total 

Notes Pavable - Counts of San Bemardino 

The Agency entered into loan agreements with the County of San Bernardino for $940.000. The loans 
bear interest at 1% over the County investment pool mte and are zo be repaid wer ten years. The Iollns 
wiil be paid utilizing tax incremenr revenue from the specific project m a  as it becomes available. If the 
project areas are not created and a redevelopmenr plan is not adopted. tbe County will forgive the loan 
bdance mtrunrs spenr md my accroed inrerest thereon for that project am. The l m s  were made 
available for the project areas on the following w e :  



REDEVEUllPMENT AGENCY OF THE 
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7.Non-Current Liabilities (Continued) 

Cedar Glen Disaster Recovery Redevelopment Area operating costs for $290,000; B l o ~ m i n ~ n  
Redevelopmen1 Project Area start-up costs for $300.000; Cajon Redevelopment Project Area start-up 
casts for $300,000; and Mission Boulevard Joint Redevelopment Project for $50,000 for additional 
adminisnative costs, 

Subsequent m June 30, 2005, the Agency received additional loans for Bloaming%on and Cajon for 
$200,000 each under the same terms and conditions ns described ahvc. 

A schedule of changes in the non-current liabilities for the year ended June 50,2005 is shown below: 

Balance Balance Due Within 
Julv 1.2004 Change June 30.2004 One Year 

Compensated absences $ 22,853 $ 22,853 $ 22.853 
Bonds payable $ 3  8,965,000 (300,000) 18,665,000 315,000 
Yotes payable 940,000 940.000 - 

Interest charged to expense in the statement of activities was $1,371,722 for the year ended June 30, 
2005. 

8, Retirement Plan 

The Agency's emp1ayee.s are mployee's of the County of San Bernardino and therefore ate &so 
participant's in the San Bemardino Coun~y Employee's Retirement Association (SBCERA) cost-sharing 
multiple-employer defined benefit pension plan (the "Plan'") operating under the California County 
Employees Retirement Act of 1937 ("*I937 AcP'). lr provides retirement, death, and disability benefits to 
members. The Plan is governed by the San Bemardino Board of Retirement under the 1437 Act. 
Employees become eligible for membership on their first day of regujar ernpIoyment and become fully 
vested alier 5 years, The SBCERA is conrrolled by its own board, which acts as a fiduciary agmt far the 
 counting arid control of member and employee contributions and investment income. 

SBCERA pubfishes its own Comprehensive Annual Financial Report and receives a separate independent 
audit, which may be obtained by contacting the Board of Retirement, 348 West Hospiraiity Lane, 3"' 
Floor, San Bernardino. California 924 15-00 1 4. 

Employees are required by statue to contribuxe a petcentage of covered salary based on certain actuarial 
acsumpxions and  heir age at enrry in the Plan. Employee cannihution rates vary according to age and 
classification. Employee contribution rates are established and may be amended pursuant to Articles 6 
and 6.8 of the 3937 Act. The Cowlry contributes approximately 7% of an employee's covered salary, as 
determined pursuant to Section 33453 of the 1937 Act. Specific information related to the employee's of 
the Agency is not available. 



RIEDEVELOPWNT AGENCY OF TRE 
COUNTY OF SAh' BERNAFtDINO 

9. Pass-thiraugh Agreements and Other Payments 

Pass-through A-mements 
The Agency is required in accordance with Health Code Section 33607.5 (AB 1290) to pass-though 
applicable portions of property tax revenues received by the project areas attributable to these entities to 
the extent that the territorial limits reside within the Agency's projecl areas. Entities are primariiy school 
districts and special districts in the San Sevdne prqjecx area and the former George Air Force Base 
prgiect area 

E M F  Pavmenr 
On August 5,2004, SB 1096 was signed into law requiring redevelopment agencies statewide to shift for 
two y e m  (2004-2006) the amount of $250 million of propmty tax increment revenues to the State's 
Education Revenue Augmentation Fund (ERAF) as a way to reduce the -2's 20042006 budget deficits. 
The Agency paid $447,917 during the year ended June 30,2005 for EMF.  

10. Commitments and Coatingendes 

The Agency reached a stipulated agreement with California Steel Industries, Inc, relating to an appeal 
with the Corn9 Board of Assessment Appeals. reducing assessed vaiues for specifred pacefs for the 
years 1999-2000 through 7003-2004 on July 6,  2005. As a result, of this agreement, the Agency has 
recorded a liability of $1,73 1,295 for refundable propetty taxes. The allneation of this amount between 
the various funds of the Agency includes San Sevaine Special Revenue Fund for $1.015,924, Lout and 
Moderate Housing Fund for $346,259 and AB1290 pass-through for $369,112. 

The Agency is potentially subject to various claims and from time to time is involved in lawsuits in which 
damages m sought. As litigation is subject to many uncertainties and as the outcome of litigated mailers 
cannot be predicted with any certainty, it is reasonably possible that any pending legal acrions could be 
decided unfavorably against the Agency. The Agency's manaBment believes thar tiny Iiabifity th& might 
result from such litigation wouIid not have a material eEect on the basic financial statements as of June 30. 
2005. 



SUPPLEMENTARY ENFORMATION 



REDEVELOPMENT AGENCY OF THE 
fO[JWTl OF SAN BERMAROINB 

Scbrdult of Revenues, Expenditures, md 
C'hangrs in Fund W o r n  - Budget and Actual 

Low-and Moderate- 
SPD % ~ I n e  PIOject incamt Hming Fund 

Budgeid ed&tciK9tcd VpripBCr- BrtQeted Budgeted V&ncr - 
Aaomnts Amounts Actrtd FjLvorabk Amounts Ammints AE-tsaf ~ ~ v o ? S ~ ~ E  

C)ririn~I - Final Aawnb fLiafavomMej Qridn@ Amounts [Uafavnnhkj 

Expmdituws 
Cumnt 

General governmat 
Project expr?rdrtum 
AB 12% ppass-thmu@ 

Debt service 
Prinr~pal 
l n t m t  and fiscal charges 

I:aprtal outlay 

Total expditurcs 

Excm (defictcncy) of 
rrvrrauer over f undaf 
exl"aIlu'~" 

Fenti halwccs 
&lances. beginning of ymr 5.1 57.9hO A,M6,5 16 h.hZYYb6'!f 

p- - 3,48?'.213 3,891.3G7 - .Q.142fi --"".-"" 



Cnpiral Projects Debt swvke 

RDA CspEtal JJwjects 2000 Setis A Bond 
Budgeted Bodgetad Variance - Budgeted bdgcted Variance - 
Amaunts Amunb Actual F~vM.rhle Arnarrna Amnuts Acr~sl Esvonbk 
Ori~f~aI  Final - Amauo~ ~l~sfilwtnitflcl QTiniasl EM! - Amnuns. {Unfnvodvle) 



REDEVELOPMENT AGENCY OF TEEIT 
COUNTY OF SAR' BERNAIZL)INO 

Assets 
Cah  and cash equivalents 
County of San Bernardino 
Due from Cow@ of San flmittdino 

Interest 
mer 
Due from City of Victorville 

Property taxes 
Due from City of XqmtClair 

Property taxes 
Due from other funds 

T o ~ l  assets 

Liabilities and Fund Balances 
Liabilities 
Accounts payable 
Due to other funds 

Tom1 Liabilities 

Fund balances 
Reserved for low moderate housing 
Unreserved, reponed itt: 
Spciaf mvenue funds 
Capital projects fund - designated 

Toral fund balances 

Total liabilities and fund balances 

Combining Balance Sheet 

Nonmajor Coverarnenbi Funds 

Special Revenue 
Vietor 'I%llg Missiun Bouievard Cr?ollrr 

Economic Development Jobt Redevelopment Gien 
Authority Project Project 

LOW - Mad Genemi Law - Mod 
Housing W E D A  Housing General 



Capital Projects 

Bioomingran Cajon Total 
Project Project Nonmajor 

RDA Gavernmentai 
General General Hoesing Funds 



REDEVELOPmNTAGENCYQFTWE 
COUNTY OF SAN BERNARDINO 

Revenues 
Propmy W e s  
Investment income 

Tocaf revenues 

Erpcndaures 
Current: 

Project expenditures 
AB 1290 pass-through 

Combining Statement of Revenues, Expenditures, 
and Changes in Fund Balances - Nonmajor Governmental Funds 

For The Year Ended June 30,2005 

Special Revenue 
Victor Valley Mission B~ule\~rtrd Cedar 

Economic Development Joint Redevelopment Glcn 
Authority Prajeet Project 

Low - Mod General Low - Mod 
Housing WEDA Housing Genera! 

Total expenditures 

Excess of revenues over expenditures 

Other financing tlses 
Proceeds Tiom long-%em debt 
~ ~ e r h i n ~  transfers i~ 
Operating transfers oux 

Total other fi nmciag uses 

Excess of revenues aver expenditures 
and other uses 56,790 42.586 

Fund balances 
Balances, beginning of year 248,961 637.964 f 1289) (43.708) 

Balances. end of year 



Blaomington Cdon Total 
Project Project Nsnmajor 

W A  Governmental 
General Genera1 Beusing Funds 



REDEVELOPMENT AGENCY QF THE 
COUNTY OF SAN BERNARDXNO 

Notes to §upplementsry Information 

Budgetary Information 

In accordance with the provisions of Section 29000 - 29143 of the Government Code of #e State of 
California comrnody known as the County Budget Act, the Agency prepares and adopts a budget on or 
before August 30. for each fiscal year. Budgets are prepared on the modified accrual basis of accounting, 
except that current yew encumbrances are: budgeted as expenditures. 

In preparing the budge& the Agency utilized a basis of accounting which is different from the basis 
prescribed by accounting principles generally accepted in the United States of America. The 
accompanying ScheduIe of Reventles, Expenditures, and Changes in Fund Bdanee - Budget and Actual 
for Governmm~l Funds presents comparisons of the legally adopred budger md the actual data on a 
budgetary basis. The following adjustments sre necessary to provide a meaningful cornparison of the 
mual results of aperations with the budget: 

RDA 
San Ssvaine Low-Mod Capital 

Project Housing Proiecrs 

Fund b h c e  - budgetary basis $ - S - $ - 
Quxstanding encumbrances .For budgeted funds 6'439.1 48 4,739,518 2,962,990 
Other 239,732 (132,380) 873.570 

Fund balance - GAAP basis $&62! .74&QU8 f&8.3&SB 



Repar( on Internal CanW Over I;"mancial Report@ and aa Compliancr 
and Other Matters Based an an Audit of Irinanud Statements Pt?rfi?mgd 

in Acsoidtrnce with Govefrrmmt Atidsag Sronda~ds 

To the Governing Board 
Redevelopment Agency of the County of San Bemardina 

We have audited the fmc id  statements af the Redevelopment Agency of the County of San 
Bcrnardino (the Agency) as of and for the year ended June 30,2005 and have issued our repoxt 
h r w n  dated Septrmber 22, 2005, WE conducted our audit in accordance wiih auditing 
standards generally accept& in the United States of America and the standards applicabie to 
financial audits contained in Government Auditing Standard? k w d  by the Comprrolftgr General 
of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered the Agency's in tend  control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinion 
an the financial statements and not to provide assurance on the i n t d  mtral over b c i d  
reporting. Uw consideration of the intmal control over financial reporting would not n~ssarilg 
disclose all matters in the internal control that might be m a t e d  weaknesses. A material 
w e h a s  is a repartable condition in which the design or operation of one or more of the intenzal 
~oatrol components does not reduce to a mlative:ly low level the risk that misstatements caused by 
error or fratd in amounts t h t  would be material in mJaticm ro the t"inancia1 sratments being 
audited may occur and not be detected wittrin a timely period by employees in the normal course 
of pdorrning thdr assigned fiurctions, We noted no mattcrs involving the insma1 control over 
financial reporting and its operation that we msider to be mer ia l  weaknesses. 

Complliance and Other Matters 

As pa% of obtaining reasonable assuntnce about whether the Agency's financid statements are 
free of material misstatement, we performed tests of its compliance with certain pr5vidans of 
laws, regulatiam, contracts a-hd giants, noncampliance with which could have a direct and 
material effect on the determination of fmancial statement amawk. Such provisions h~luded 
those provisxons of laws and repfations identified in the Guidelinesfor CoqJr'snce Audtis qf' 
Calijornio Redevelopment Agencim, issued by the State Controller and as inteqmted in the 
Suggested A~trrlitiag Proc~dzires for Accnmpfishing Comphnce Audits qf California 
liedevei'uftme~r Agencies, issued by the Govemerztai ~4~ouncing and Auditing Committee of 
the California Soclefy of Certified Public Awounmts. 



However, providing an opinion on compliance with those provisions was not an objective of our audit, 
and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of 
noncompliance that are required to be reporfed herein under Government AUdiling Standards issued by 
the Cornpn-of ler General of the United States. 

This report is intended solely for the information and use of the governing board, managemen& and the 
State Controller, and is not intended to be, and should not be, used by myone other than these specified 
parties. 

September 22,2005 




